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State Plan Under Title of the Social SecurityAct 

Medical Assistance Program

State: NORTH CAROLINA 


During the process of estimatingCOS& on a claim by claim basis,all costs were inflated to 
State Fiscal Year1994 using the North Carolina hospital market basket rates of5.1% for SFY 
1993 and 4.7% for SFY 1994. For routine services,thiswas done by inflating the per diem 
rate from the cost report fiscal year to SFY 1994. For example: 

Assume a routine per diem of$600 with a hospital cost report fiscal year end of 
12/31/93 and an inflation rateof 4.4% per annum. 

June 31, 1994 - December 31, 1993 = 181 days 

$600 * (1+ (181/365* 0.047)) = $613.98 
-

For ancillary services, thestarting point for any inflation adjustmentis the date of serviceon 
the claim. This practice assumes that hospitals regularly increase their ancillary charges in 
response to increased costs, such that the use of the cost to chargefrom last year's cost 
report applied tothisyear's charge should result in a close approximation of costs. 

The costs forall ancillary service line itemson all claims were adjusted to the midpoint of 
SFY 1994 (January 1, 1994) using the NC Hospital market basket rates2. For example: 

1) Assume that the discharge date on a claim is 12/15/93, with charges of $600: 

January 1, 1994 -July 15,1993 = 199 days 

$600 * (1 + (199/365) * .047)= $615.37 

2) Assumethatthedischargedate on aclaim is 3/15/94, withchargesof $600: 

January 1, 1994 - March 15, 1994 = -73 days 

$600 * (1 + (-73/365) * .047)= $594.36 

cost estimates for claims with dates of service afterthe fiscal year midpoint were deflated backto January 1, 
1994. However, 10 avoid biases due to completion rates, we ultimately decided not to use these claims in rate setting 
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0 108A-55.Payments. 
(a) TheDepartmentmayauthorize, 

withinappropriationsmade for this 
purpose, payments of all or part of the 
cost of medical and other remedial care 
for any eligible person when it  is essen­
tial to the health and welfare of such 
person that such care be provided, and 
when the total resources of such person 
are not sufficient to provide the neces­
s a r y  care. When determining whether a 
person has sufficient resources to pro­
vide necessary medical care, there shall 
be excluded from consideration the per­
son's primary lace of residence and the 
landon whichR it is situated,andin 
additionthereshallbeexcludedreal 
propertycontiguouswiththe person's
primary place of residence in which the 
property tax value is less than twelve 
thousand dollars ($12,000). 

(b) Payments shall be made only to 
intermediatecarefacilities,hospitals
andnursing homeslicensed and ap­
proved under the laws of the State of 
NorthCarolina -or underthelaws of 
another state, or to pharmacies, physi­
cians,dentists,optometristsorother 
providers of health-related services au­
thorized by the Department. Payments 
may also be made to such fiscal interme­
diaries and to the capitation or prepaid 
healthservicecontractors as may be 
authorized by theDepartment. Ar­
rangements under which payments are 
made'tocapitationorprepaidhealth 
services contracts are not subjectto the 
provisions of Chapter 58 of the General . 
Statutesor of Article 3 of Chapter 143of 
the General Statutes. 

department(c) The shall  reimburse ­
providers of services, e equipment or sup­
plies under the Medica'f Assistance Pro­
gram in the following amounts: 
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(1)The amount approved by the 
Health Care FinancingAdmin­
istration of the United States 
Department of Healthand 
Human Services, if that  Ad­
ministration approves an exact 
reimbursement amount; 

(2) The amount determined by ap­
plication of a method approved
by the Health Care financing
Administration of the Unite 2 
States Department of Health 
and Human Services, if that  
Administration theapproves
method by which a reimburse­
mentamountisdetermined,
and not the exact amount. 

TheDepartmentshallestablishthe 
methodsbyreimbursementwhich 
amounts are determined in accordance 
with Chapter 150B of the General Stat­
utes. A changein a reimbursement 
amount becomes effective as of the date 
forwhich the changeisapproved by the -
Health Care Financing Administration 
of theUnitedStatesDepartment of 
Health and Human Services. 

(d) No paymentsshall be made for 
thecare of any person in a nursing
home or intermediate care home which 
is owned or operated inwhole or in part
by a member of t h e  SocialServices 
Commission, of any countyboard of 
social services, orof any boardof county
commissioners, or by an  official or em­
ployeeof- theDepartment or of any 
county department of social services or 
by a spouse of any such person. (1965,c. 
1173, s. 1; 1969,c. 546, s. 1; 1971,c. 435; 
1973, c. 476, s. 138; c; 644;1975, c. 123, 
ss. 1,2; 1977, 2nd Sess., c. 1219, c. 25; 
1979, c. 702, s. 7;1981, c. 275, s. 1;c. 
849, 2; 1991, c. 388, s. 1;1993, c. 529, 
s. 7.3.) 
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.0406 DEDUCTIBLE 
(a) Deductible shall apply to a client in the following arrangements: 

(1) In the community, in private living quarters; or 
(2) In a residential group facility; or 
(3) In a long term care living arrangement when the client: 

(A) Has enough income monthly to pay the Medicaid reimbursement rate for 31 days, but does not 
have enough income to pay the private rate plus all other anticipated medical costs; or 

(B) Is under a sanction due to a transfer of resources as specified in Rule .0312 of this Subchapter; 
or 

(C) Does not yet have documented prior approval for Medicaid payment of nursing home care; or 
(D) Resided in a newly certified facility in the facility's month of certification; or 
(E) Chooses to remain in a decertified facility beyond the last date of Medicaid payment; or 
0 Is under a Veterans Administration (VA) contract for paymentofcost of care in the nursing 

home. ~ 

(b) The client or his representative shall be responsible for providing bills, receipts, insurance benefit 
statements or Medicare �OB to establish incurred medical expenses and his responsibility for payment. If the 
client has no representative and he is physically or mentally incapable of accepting this responsibility, the 

-county shall assist him. 
(c) Expenses shall be applied to the deductible when they meet the following criteria: 

(1) The expenses are for medical care or service recognized under state or federal tax law; 
(2) Theare incurred by a budget unit member; 
(3) They are incurred: ­

(A) During the certification period for which eligibility is being determined and the requirements of 
Paragraph (d) of this Rule are met; or 

(B) Prior to the certification period and the requirements of Paragraph (e) of this Rule are met. 
(d) Medical expenses incurred duringthe certification period shall be applied to the deductible if the 

requirements in Paragraph (c) of this Rule are met and: 
(1) 	 The expenses are not subject to payment by any third party including insurance, government agency 

or program except when such program is entirely funded by state or local government funds, or 
private source; or 

(2) The private insurance has not paid such expenses by the end of the application time standard; or 
(3) For-certified cases, the insurance has not paid by the timethat incurred expenses equal' the 

deductible amount; or 
(4) The third party has paid and the client is responsible for a portion of the charges. 

(e) The unpaid balance of a Medical expense incurred prior to the certification period shall be applied to 
the deductible if the requirements in Paragraph (c) ofthis Rule are met and: . 

(1) The medical expense was: . 
(A) Incurred within 24 months immediately prior to: 

(i) The month of application for prospective or retroactive certification period or both; or 
(ii) The first month of any subsequent certification period; or . 
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(B) Incurred prior to the period described in Subparagraph (e)(l)(A) of this Rule; and a payment was 
made on the bill during that period; and 

. (2) The medicalexpense: 
(A) Is a current liability; . 
(B) Has not been applied to a previously met deductible; and 
(C) Insurance has paid any amount of the expense covered by the insurance. 

(f) Incurred medical expenses shall be applied to the deductible in chronological order of charges except 
that: - ­

(1) If medical expenses for Medicaidcovered services andnon-covered services occur on the same 
date, apply charges for non-covered services first; and 

(2) If both hospital and other coveredmedical services are incurred on the same date, apply hospital 
charges first; and 

(3) Ifa portion of charges is still owed after insurance payment has been made for lump sum charges, 
compute incurred daily expense to be applied to the deductible as follows: 

(A) Determine average daily charge excluding discharge date from hospitals; and 
(B) Determine average daily insurance payment for the same number of days; and 
(C) Subtract average daily insurance payment from the average daily charge to establish client's daily 

responsibility. 
(g) Eligibility shall begin on the day that incurred medical expenses reduce the deductible to $0, except that 

the client is financially liable for the portion of medical expenses incurred on the first day of eligibility that . 
were applied to reduce the deductible to $0. If hospital charges were incurred on the first day of eligibility, 
notice of the amount of those charges applied to meet the deductible shall be sent to the hospital for deduction 
on the hospital's bill to Medicaid. 

(h) The receipt ofproof of medical expenses and otherverification shall be documented in the case record. 

C.F.R. 435.732; 42
History Note: Author@ G.S. 108A-54; 42 C.F.R.435.83I;Alexander V. flaherty 
U.S.D.C.,W.D.N.C.,File Number C-C-74-483;Alexander V. flaherty Consent Orderfiled 
february 14, 1992; 
E 8  September I, 1984; 
Amended E 8  June 1, 1994;September 1,1993;April I ,  1993;August 1,1990. 
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Payments f o r  Medical and Remedial Care and Services: Inpatient Hospital _ _ _ _ _ _ _ _  - ................................................................... 
.0407 PATIENT LIABILITY 

(a) Patient liability shall apply to clients who live in facilities for skilled nursing, intermediate nursing 
intermediate nursing for mental retardation or other medical institutions. 

@) The client’s patient liability for cost of care shall be computed as a monthly amount after deducting the 
following from his total income: 

(1) An amount for his personalneeds as established under Rule .0314 of this Subchapter; 
(2) Income given to thecommunity spouse to provide him a total monthly income fromall sources, 

equal to the “minimum.monthly maintenance needs allowance” as defined in 42 U.S.C. 
1396r-5(d)(3)(A)(i); 

(3) Income given to familymembers described in 42 U.S.C. 1396r-5(d)(l), to provide each, from all 
sources of income, a total monthly income equal to: 

(A) One-third of the amount established under 42 U.S.C. 1396r-5(d)(3)(A)(i); or 
(B) Where there is no community spouse, an amount for the number of dependents, based on the 

corresponding budget unit number, as approved byincome level for the the NC General . 
inAssembly and statedthe Appropriations Act for categorically and medically needy 

classifications; 
(4) The income maintenancelevelprovided by statute for a single individual in a private living 

arrangement with no spouse or dependents at home, for whom the physician of record has provided 
a written statement that the required treatment is such that the patient is expected to return home 
within six months, shall be allowed;

(3 An amount for unmetmedicalneeds as determined under Paragraph (f) of this Rule. 
(C) Patient liability shall apply to institutional charges incurred fromthe date of admission or the first day 

of the month as appropriate and shall not be prorated by days if the client lives more than one institution 
during the month. 

(d) The county department ofsocialservices shall notify the client, the institution and the state of the 
amount of the monthly liability and any changes or adjustments. . 

(e) When the patient liability as calculated in paragraph (b) of this Rule exceeds the Medicaid 
reimbursement rate for the institution for a 31 day month: 

(1) The patient liability shall be the institution’s Medicaid reimbursement rate for a 31 day month; 
(2) The client shall be placed on a deductible determined in accordance with Federal regulations and 

Rules .0404, .OM5 and .0406 of this Subchapter. 
( f )  The amount deducted from income for unmet medical needs shall be determined as follows:. ­

(1) unmet medical needs shall be the costs o f  
(A) 	 Medical care covered by the program but that exceeds limits on coverage of that care and that 

is not subject to payment by a third party; 
(B) 	 Medical care recognized under State and Federal tax law that is not covered by the program and 

that is not subject to payment by a third party; and 
(C) 	 Medicare and other health insurance premiums, deductibles, or coinsurance charges that are not 

subject to payment by a third party.
. -
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(2) The amount of unmet medical needs deducted from the patient’s monthly income shall be limited 
to monthly charges for Medicare and other health insurance premiums. 

(3) The actual amount of incurred costs which are the patient’s responsibilityshall be deductedwhen 
reported from the patient’s liability for one or more months. 

(4) Incurred costs shall be reported by the end of the six month Medicaid certification period following 
the certification period in which they were incurred. 

History Note: authority G.S. 108A-54; 42 C.F.R. 435.732; 42 C.F.R.435.733; 42 C.F.R.435.831; 
42 C.F.R. 435.832; 42 U.S.C. I396r-5; 
eff. September 1, .I 984; 
Amended eff. September 1, 1994; March . .. . 1 ,  1991; August 1 ,  1990;March 1, 1990. 
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SUBCHAPTER 26K - TITLE XIX APPEALS PROCEDURES .b 

.0001 PURPOSE &iSCOPE 
The purpose of these regulations is to specify therights of providers to appeal reimbursement rates, payment 

denials, disallowances, payment adjustments and cost settlement disallowances and adjustments. Provider 
appeals for program integrity action are specified in 10 NCAC 26G. 

History Note: authority G.S. 108&25(b); 108A-54; I5OB-11; 42 U.S.C. 1396@); 
E$ January 1. 1988. 

.0002 petition FOR RECONSIDERATION REVIEW 
(a) A provider may request a reconsideration review within 30 calendardays from receipt of final 

notification of payment payment denial, disallowances, payment adjustment, notice of program reimbursement 
' 	 and adjustments and within 60 calendar days from receipt of noticeof an institutional reimbursement rate. 

Final notification of payment, payment denial, disallowances and payment adjustment means that all 
administrative actions necessary to have a claim paid correctly have been taken by the provider and DMA or 
the fiscal agent has issued a final adjudication. If no request is received within the respective 30 or 60 day 
periods, the state agency's action shall become final. 

(b) A request for reconsideration reviewmust be in writing and signed by the provider and contain the 
provider's name, address and telephonenumber. It must state the specific dissatisfaction with D m ' s  action-
and should be mailed to: Appeals, Division of Medical Assistance at the Division's current address. 

(c) The provider may appoint another individualto represent him. A written statement setting forth the 
;-me, address and telephone number of the representative so designated shall be sent ro the above address 
The"representative may exercise any andallrights given the provider in the review process Notice of 
meeting dates, requests for information, hearing decisions, etc. will be sent to the authorized representative 
Copies of such documents will be sent to the petitioner only if a written request is made. 

HistoryNote:authority G.S. 108A-25(3); 108A-54;"150B-11; 42 U.S.C: I396@); ' 

eff. January I ,  1988. 
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